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SECTION 1 (SOVIET) 


USSR , SoTiet economic aid frustrates US embargo on Conjniuni st China ; 

Radio Mobcow, extolling the "benefits of Sino~Soviet economic and cultural 
cooperation, has asserted that Soviet economic aid frustrates US efforts 
to starve the Chinese, Pravda ° s Peiping corre^ondent also quoted the 
Chinese Communists to the effect that the Chinese people are aware of 
their economic dependence on the USSR and realize that they "must express 
sincere gratitude to the Soviet Union for its great brotherly help." 


Comment 8 During the past year there has "been a noticea'ble dearth 
of Moscow comment regarding Soviet economic aid to Comratmlst China, Re- 
cent Moscow comments appear designed to counter reported Chinese dissat- 
isfaction with the extent of Soviet deliveries. 
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... Iran take firsrfc step toward settling oil disput e? Tl3 
Sr'itlsh I&”axiian negotiators have appointed a commitiiee to woric otit a 
system of receipts to be si g hted by tanker eaptains upon loading of ©il* 


®ie refusal of -the captains to sign Iranian National Oil 
CoD^any receipts has prevented Iran from moving her oil and has caused 
^virtual stat-doTO in oil production because of lack of storage space. 
While this Is no assurance that the negotiations -Kill be a success, the 
a^eement on a committee . to solve this problem is at least one step to- 
ward the solution of the oil dispute. 
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INHEA ft Coiment on a possible (^isls to the Indian Congress Party t PtJjre 
Sxr3Bter”^5TnnB^er’^r!^ie~EpeHcEr^'"o?”tHe~In®!an^^i^essJParty5, re™ 
questing his relief from membership in two top policyMnaking: conmittees 
of the Congress Party^ may reflect Nehru^s desire to emphasize formally 
that he is abo've party polities. On the , other handj> Nehru has been in- 
ereasin^y subjected to dictation from Congress President Tendon and the 
ri^tist party majority since September 19^®: His position may now have 
become so intolerable that he has taken the first i^ep toward eventml 
resignation from the party. In any case^ it appears that: Nehm Is about 
to lose ■sihatever pcrwer he has held in the Congress Party leadership. 

Should Nehru resigUg he may be escpected to assume the leadership of 
a new ^speasantsj Workers^ Peoples Party’* movement, which has been fining 
strength in India since the fall of 1950® Nehru’s great popular appeal 
should ^ve this movement a fighting chance to defeat the Congress Party 
in the forthcoming national elections® 

Faced with such a possibility, the rightist Congress group, •sdiich 
now controls the Government of HidiUj, may move to prevent the holding of 
national elections in January 1952® These elections haye ^ready been 
postponed twice, and further delay would raise an Immediate outcry from 
aH non“>Congrsss groups® Nevertheless, the Congress rightists, in c©- 
operatioa with mUltanfcly nationalist ©r^nizations .such as the Hindu 
Mcthasabha and the Eashtriya Swayamsevak San^, probably, could assume 
dictatorial powers and emtimie to rul.e with police and military , support® 
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t.o Coiirmnistss Tba US Embassy ia 


aiigooa IS receiving numerous .requests from -loc^ tire dealers to clear 
their applications for tire Imports from Japan, Hiis clearance is neces” 
sary before SCAP viill grant an export license. The Bnbassy notes that 
over 20^000 tires were recmtly ordered from Japan^ coiipared with past 
imports of only 200 to 300 month ly. The tires, ' it ia reporte dy are to 
be smuggled to Communist China, I 

Comment s The increasing use of the ^ Burm Road to move these tires 
and offier^^o duct s into {Siina is well documented. The traffic continues 
on a substantial s®ale despite the declarations of Burmese officials that 
customs personnel ©ja the Sino-Burmese border have been increased, 

IMDOMISII, , Cabinet^diacusses security cond3.tiona8 The Cabinet iMt in 
^cial sessioir^n’’T^uius¥”to~3±scuss secur^^^r*eonditions in Indonesia, 
Following the meeting^ Information Minister Mononutu told the press that 
it was the government's duty to take rigorous action against anti- 
national movements which might impair the government 's authority and 
tend to disturb society, AH government authorities ..therefore have, re- 
ceived orders to take drastic action within the bounds of existing laws 
and regulations, Mononutu concluded that he believes there is a con- 
nection between ihe irregularities in East and West Java,. 


25X1 


25X1 


Cotmment ? Internal lawlessness remains Indonesia's primary problem, 
Clovernm^C concern over security conditions and its ^Spicion,of a co- 
ordinated anti-gGvemment movement are hopeful s±g^s^ partieulas^ly sine© 
the Cabinet has in the past display^ a reluctance to take drastic action* 

"'■H., ■ ■ ■ 

There is no evidence that the current wave of insecurity is coordi- 
nated, .HoweveTj the armed gangs throu^out JavEy some of which are 
GonmuniSt-led and influenced^, probably could be induced with little ef- 
fort to undertake generally simultaneous activity. 

Grenade thrown into crowd at Bogor fair s A- hand grenade 
thrown into ir‘'^^^‘''^’'’^^rn3S‘”*lesC'‘Jam7^cSr'SS”evening of 5 August 
is estimated to have killed six people and wounded 50 others. The cul- 


Comment s The incident at Bogor occurred on the same evening as the 
attack* ' upon - Tandion g Priok”-»about 50 miles to the north™ 

a coincidence which has prosaj^ted the suspicion that 


the two outbreaks were comected. During the past two weeks^, , there has 
been a general resurgence of lawlessness throughout Java^ although the 
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ensuing panic. 
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12, KOREA , ROK cease-fire representative Instructed to remain at Kaesong 

negotiations t. Ambassador Muccio reports the contents of a 3 August letter 
received by General Ridgeway from General Paik^ ROK cease-fire representative 
in which Paik notes his instructions from President Bhee to be present at 
all meetings. General Paik makes it clear in his letter^ however^ that 
attendance is against his personal convictions and that his presence does 
not signify the ROK Govern ment's approval of any outcome of the negotiations, 

25X1 


Comment i While the adamant stand of the ROK in viewing the cease-fire 
negotiations as condoning partition of Korea is recognized^ the presence 
at the Kaesong negotiations of General Paik, representing the Korean Army, 
at least preserves the semblance of UN unanimity of action. 


13 


Unification sentiment continues In the ROK t Ambassador Muccio, comment- 
ing on the demonstrations within the ROK against the cease-fire without 
imlfication, notes no basic change in the line of action advocated in speeches 
delivered at frequent meetings. While the Ambassador observes that meetings 
are generally small in size and not indicative of a "strong organizational 
effort," he believes that the celebration of "liberation Day" (15 August) 
will be exploi ted to "produce a high em otional pitch" on the theme of 


unification. 


25X1 


Comment ; While it is believed that President Rhee and his followers 
will limit their disapproval of the cease-fire negoitations to such meetings 
and speeches as have been described, the possibility always exists that Rhee 
will withdraw his military representative from the Kaesong meeting, thus 
prejudicing the UK position , 


14, Conmunlst armored potential discussed t The US Far Eastern Command, in 

a discussion of the eneny’s ariiKJred potential in Korea, concludes that while 
recent tank sightings do not Indicate an intention to employ armor exten- 
sively, a number of recent reports suggest an increased armored potential 
(above the 150 tanks currently accepted) for future offensive operations. 
Reports referred to by FECOM are those concerning the movement of Chinese 
Communist armored imits into Korea from Manchuria, Other reports received 
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in have mentioned movement of a rmored units into the combat area. 
particularly in the western sector. 
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15 » ii ^^Q y-Farqer ^rty dec ides to disapprove San Francisco Conference ; 

The tebor-Farraer^Party at a 4 to 5 August meeting of its Central Committee 

«overall« treaty (including 

Communist China), The party resolved to »'enish the signing 
of the Japanese peace treaty.” p “ ^ 25X1 

I 25X6 
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USSR reportedly offering oil to Anglo-Iranlan Oil Company ; 

A London broker has offered to sell 100,000 tons of Russian 'fuel olTto^ 
the Anglo-Iranian Oil Company, according to a representative of the UK 
Ministry of Fuel and Power « The compare, though highly skeptical about 
the availability of this quantity, is nevertheless requesting information 
on financial terms and the port of loading„ The British official informally 
Commented that he perceived no objection to the transactiono 


25X1 


Comment ; The petroleum product in question is comparatively low grade 
but not in surplus supply in the Soviet Union* The USSR, nevertheless, 
could probably provide the amount specified out of domestic Industrial 
allocations by temporarily substituting coal* The AIOC coxxld, readily 
dispose of the oil to customers ordinarily supplied with Iranian oil* 

Soviet motives in initiating the alleged offer are, however, not clearo 
It might be designed to reinforce the several overbures fcsr increased British 
trade, which the Soviets have made during the past two' months* 
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BRITISH HONDUH^ , ' Governor dissolves Belize City Gotmcil s Sir Ronald Garvey, 
Governor of ferliish Honciuras, has dissolved tKe Belize City Council because 
of its ’’disloyal attitude” in voting against the display of a portrait of 
King George VI* This action was taken on the recoinmendatlon of the Legis- 
lative Council, and in spite of a petition circulated by the People's United 
Party protesting the proposed action* The Governor stated that the dis- 
solution of the Council (the Oolony's only fully elected political body) 
would not hamper constitutional advance, and that a nominated co picil would 
talce over the city administration until a new election is held, 25X1 


I 


Conmien(> : Opposition to the British administration has increased in 
years*. Native anti-British leaders, representing emergent labor 
and political organizations, have often sought to defy or annoy the colonial 
officials in order to publicize their grievances and their political 
objectives* These leaders ask revaluation of the British Honduran dollar 
to its old parity with the US dollar and greater popular participation in 
colonial government than is recommended in the report, now being considered, 
of the Constitutional Ref oim Commission* Their major objection to the 
Commission's report is that it puts elected members in the minority on the 
Executive Council, which is defined as "the chief instrument of policy"* 
Anti-British sentiment has also been encouraged in propaganda broadcasts 
from Guatemala which appear to have increased recently, though it is unlikely 
that such propaganda has contributed substantially to the existing political 
unrest* 


: BGUAD0R-B5RU *. Border incident i The Ecuadoran Defense Ministry has charged 
thai Peruvian tro.ops st at ione3’ in the frontier garrisons of Ghimara and 
La Victoria latmched a series of attacks on Ecuadoran troops on August 9 and 
10, killing two soldiers and wounding two others* The Peruvian Government, 
oh the other hand, claims that the ti'ouble was started by Ecuadoran border 
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"troops TiiiOj **drtii 3 lc in celebration, of their national holiday** j opened fire 
on Peru'viah watchposts in that sector on the abo’ve-mentioned days. 


Comment: It is possible that there is some foundation for the Peruvian 
clain* Ecuadoran Independence Day, celebrated on August 10, is ^usually the 
occasion for hea-vy drinking and celebration among the military in frontier 
posts, and a few inebriated soldiers may well have become ’’trigger-happy**. 
Border incidents of this type have occurred before and will undoubtedly 
flare up from time to time in the future, given the ever-present tension^ 
"Which exists between Ecuador and Peru (slightly heightened recently by dis- 
sension within the Ecuadoran-Peruvian boundary commission trying to delimit 
tbe Santiago-Zaraora sector of the frontier) and the monotonous routine life 
of soldiers stationed in isolated frontier garrisons. 

It is unlikely that the incident represents a premeditated action on 
the part of either government, and although a great stoim of protests "will 
undoubtedly be made by both countries, serious deterioration of the 
situation is not expected* , 
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SECTION 1 (SOVIET) 

^ Wai.lHnBtop requests lend-lsaae s™,.* 

Moscow* cable to Embassy 

The State Department has been considerins means of bi-fn«^n«y 

S'S? ^ “'“action wS 

for a lead-laaae Seti^ 

it is at a propaganda disadvaSSJ« Government »3 feeling that 

down in ^’ebrnary 1951 over the mnne+n 1®-®^ round of talks broke 

merchant shi^ The sS are ^ 

econoimr of the USSR ^ civilian and militaiy 

1/4 o7iZ '’Jl repraaantli^^about 

reasonable proposal for tte++iam + shipping* However, an ostensibly 

1 posaj. I or settlement may be planned bv +ii(a TT*?c!n ^'n x 

=UNCODED?^ substance to the currently intensified ''peace'»^campaien ^ 



SECTION 2 (eastern), 

^nts to ru bber ship , 

rxy, Which controls the jresent government, cannot 
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rfsk political suicide” hy preventing shipments of riibher from Ceylon to China, 
Me Mas stated repeatedly that increasingly successful Communist efforts to 
develop trade in rubber vnLth Ceylon are unfortunate, but that nothing can be 
done about it. The implication is that Ceylon will not certify under the Kern 
amendment nor pq^st an exception in its case, despite the foreknowledge that 
-Jhi8_fallia-e_rairfitjK^iMiee_Jhe_^g3»ai^ of Point If and ot her assistance* 


r.nv,+ ^ possibility that the United National Party would lose 

control of the government if it reversed its widely publicized policy of per- 
mltting rubber exports to all destinations. There is also a possibility, how» 
ever, that by conveying the impEresslon that they cannot reverse this stand, the 
C^lonese are hoping to speed negotiations for a US contract for a large part 
of Ceylon's annual rubber output. 

3P§.o^f‘ieg its objec t ions to the Japanese peace treatv a; The IIS 
received Burma's objections to the Japanese peace 

the R?hkv^? 3 (providing for UN trusteeship of 

J ^ (providing for the stationing of foreign troops in 
Co^uM-tcii+ these articles might be construed by the USSR and 

ehinese as directed against them. Secondily, they refuse to accept 
the statement Jn^ticJc 14^^ Japan lacks the capacity to p^ reparations* 


1 + concerned with the reparations issue as 

It is with the prospect of antagonizing Communist China by signing the treaty* 


EMj-ippines now appear willing to sign Japanese peace treaty ^ 

® will probably accept the most recent drSt of Se Japanese 
peace treaty, according to Ambassador Cowen in Manila* The principal modifica- 
provlaes that Instead of "recognlzlog that Japah laoL 

hdeqaate reparations,” the Allied Powers shall recognize ttot ” 

sufficient. . .to make eSplete reparations.” 


Comnent g The Filipinos made strong efforts until the last moment to leave 
alL?!^ envisioned above are to be supplied from Japanese services 
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SEOTIOI 3 (WESTERN) 




B. 


^Tm^^OP^ , . General Eisenhower would serve as Euronean Defense Minister to 
bSlq ^neral Eisenhower is prepared to liidertake on . a" temporary 

, basis the functions of European Defense Minister, provided he can get »saSs- 

governments— prlncipallj Prance^and Germany- 
Defense Forces talks in Paris„ His motive is 
foJee stSte?«^He'h«??fl +w training, and : formation of the 

fe^ible means of bringing the GenmiaSs^^rS^sSn iSenJ^rS^S^ S^prln^ 


25X1 


condition to their x el tietant acce ptance of Greece 

aM S on^n^f ^ yon^l paet associating Greece and Turkey 

1 WAiO, and Mil oppose granting ftill membership to these two countries 

^ZcTZiZt SridS tripartite NATO Standing Group. The 

a separate command body composed of the present 

suspects that tto French 

T« ^ want^ to extend the Standing Groups s authority beyond the MK) area 
Sttto ® furttiM- dlnlnutlcn of Krmce's auSSity ' 

^S^hSe relegate Frace to a tdn<r contlnental-Sjan 

mi 1 -f 4 +1^^ three-power Standing Group is the executive arm of the NATO 
military committee, and as such has direct control of all MTG fSces. 
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Franc© has consistently pushed the alternate idea of a regional 
Mediterranean pact embracing Greece and Turkey^ French reluctance to include 
Greece and Turkey in NATO has been due partly to fear that growing Westexn 
European integration would be hindered and probably also to a firm determination 
not to open the door for a later admission of Spain, 
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